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Commercial and residential geothermal projects now 
qualify for IRA tax credits up to 30%-50% of 
cost with additional saving incentives and rebates.

INFLATION REDUCTION ACT OF 2022
Navig ating  IRA Ince ntive s for Ge othe rmal Solutions



OBJECTIVES
• Learn what inspired this legislation and incentives in 

response to energy and climate concerns.

• Understand how the IRA incentives work and what opportunities
they present for HVAC and building design professionals.

• Understand Geothermal technology and how these systems 
create opportunities for more incentives and rebates.

• Understand how geothermal manufacturers are supporting 
commercial partners in energy reduction efforts.



Inflation Reduction Act Political Drivers

 Bre nt crud e  o il p rice s up  
254% from 2020 to  2022 
(EIA)

 He nry Hub  natural g as 
p rice s up  239% from 2020 
to  2022 (EIA)

 Ele ctricity p rice s up  13% 
from 2020 to  2022 (EIA)

RISING ENERGY 
COSTS

ENERGY SECURITY 
CONCERNS

ENVIRONMENTAL AND 
CLIMATE CONCERNS

ELECTRIC GRID 
CONCERNS

 O PEC e mb arg os of 
1970s

 Mid d le  East wars

 Hurricane  Katrina

 Ukraine  war

Major o il sp ills

 Kyoto  Pro tocol and  Paris 
Ag re e me nt

 ANWR le ase  susp e nsion

We athe r re late d  e ve nts

 Blackouts, ag ing  
infrastructure , thre at o f 
cyb e rattacks

 Re ne wab le  re liab ility, 
b e ne ficial e le ctrification, 
e le ctric ve hicle s

 Loss of coal b ase load  
p lants



Geothermal Heat Pump Political Drivers

50 STATE 
TECHNOLOGY

DOMESTIC TECHNOLOGY & 
SYSTEM CONTENT

 Ground  te mp e rature  re source  is availab le  
e ve rywhe re

 GHP syste ms are  op e rating  in all 50 state s

ADDRESSES ONE OF THE LARGEST 
COMPONENTS OF US ENERGY CONSUMPTION

 Build ing  se ctor g lob ally consume s more  e ne rg y at 34% 
than transp ort se ctor at 27% or ind ustry se ctor at 28%

 Glob ally, he ating  and  cooling  accounts fo r 50% of e ne rg y 
consump tion and  39% of g lob al g re e nhouse  g as e missions

 Wid e ly, comp one nts fo r d rill rig s, too ls 
and  GHPs are  US mad e

 Growth of GHP d riving  local job  
cre ation at e xtre me rate s

BENEFICIAL 
ELECTRIFICATION

 Ele ctricity is b e coming  “cle ane r” 

 – US CO 2 p e r kWh is d own ne arly 40%

 He at p ump s are  the  b e st way to  
conve rt cle an e le ctricity into  the rmal 
e ne rg y

PRODUCES MAXIMUM 
BENEFITS “ON PEAK”

 Re ne wab le  kWh p rod uction, air-
source  he at p ump s and  e le ctric 
ve hicle s stre ss g rid  at p e ak

 GHPs p rovid e  maximum d e mand  
re d uction whe n running  100%



RESIDENTIAL GHP Tax Ince ntive s 

 Residential Clean Energy Credit – IRC Section 25D
 30% of GHP syste m cost b asis (26% 2033, 22% 2034)
 No cap  on to tal cre d it amount
 Can b e  comb ine d  with so lar and  o the r cre d its
 Can b e  use d  in more  than one  ye ar
 Can b e  use d  for more  than one  home
 Cre d its are  not re fund ab le
 Can b e  carrie d  forward  for a maximum of 10 ye ars
 Exe mp t from AMT

 Home must be located in the US
 Includ e s house s, coop e rative s, cond os, 

mob ile  home s
 Doe s not have  to  b e  main home
 GHP must me e t Ene rg y Star re q uire me nts
 Place d  in se rvice  b e fore  12/31/2034
 Doe s not includ e  d uctwork or d ownstre am 

d istrib ution syste ms

FEDERAL INCOME 
TAX CREDIT

ELIGIBILITY



OTHER INCENTIVES 

 Home  must me e t or e xce e d  most re ce nt Ene rg y Star crite ria
 $2500 tax cre d it (up  to  $5000 cre d it if “ze ro-e ne rg y” re ad y)
 Home  acq uire d  b e fore  1-1-2033

 Must e xce e d  ASHRAE 90.1 2007 re q uire me nts b y 25%
 0.50 to  $1.00 p e r sq uare  foot (max b ase d  on 50% 

saving s le ve l)
 2.50 to  $5.00 p e r sq uare  foot if me e ts p re vailing  wag e
 Can b e  assig ne d  to  d e sig n te am for tax-e xe mp t e ntitie s
 Place d  in se rvice  afte r 12-31-22

NEW ENERGY EFFICIENT 
HOME CREDIT

For Home Builders

ENERGY EFFICIENT COMMERCIAL 
BUILDINGS DEDUCTION

For Commercial 
Buildings

UTILITY INCENTIVES

For GHPs

 Re sid e ntial and  Comme rcial re b ate s are  availab le  
in many are as



COMMERCIAL GHP Tax Incentives 

Geothermal Tax Credit Incentives
 The IRA extends Section 48 under a two-tiered structure
 Increased from 10% prior to IRA
 A base rate of 6%
 A bonus rate of 30%
 30% of total GHP system cost basis through 2032
 Step down to 26% in 2033, 22% in 2034, sunsetting 2035

Bonus Rate Qualifiers
 A project with a maximum net output < 1MW of electrical or 

thermal energy
or

 Meet prevailing wage rate and apprenticeship requirements
 or
 Projects commenced within 60 days of published rules
 November 30, 2022, the IRS issued Notice 2022-61
 Construction started after January 29, 2023

BASE RATE 6%

Bonus rate = 5X base rate 30%

MADE IN USA
2023 10%

ENERGY COMMUNITY
2023 10%

Total INCENTIVE 
OPPORTUNITY 50%

GEOTHERMAL TAX CREDITS



COMMERCIAL GHP Tax Incentives 

Domestic Content Bonus

 Up to 10% adder for domestic content
 Based on the percentage of the cost of iron, steel, or manufactured product 

must be produced in the United States
 Construction beginning before 2025 = 40%, in 2025 = 45%, in 2026 = 

50%, after 2026 = 55%

Energy Communities

 Up to 10% adder for energy communities
 Census tract or adjoining tract with coal mine closed since 2000, or
 Census tract or adjoining tract with coal plant closed since 2010, or
 Defined as "a brownfield site" by the EPA, or
 Area with 0.17% employment related to coal, oil or natural gas with higher-

than-average unemployment, or
 Area with 25% tax revenue related to coal, oil, or natural gas with higher-

than-average unemployment

GETTING FROM
30% TO 50%

ADD 10%

ADD 10%



COMMERCIAL GHP Tax Incentives 

Energy Communities – National Coverage

 Up to 10% adder for energy 
communities

 Census tract or adjoining tract with 
coal mine closed since 2000, or

 Census tract or adjoining tract with 
coal plant closed since 2010, or

 Defined as "a brownfield site" by 
the EPA, or

 Area with 0.17% employment 
related to coal, oil or natural gas 
with higher-than-average 
unemployment, or

 Area with 25% tax revenue related 
to coal, oil, or natural gas with 
higher-than-
average unemployment



COMMERCIAL GHP Tax Ince ntive s 

 5-ye ar MACR d e p re ciation for GHP syste m 
cost b asis (le ss 50% of tax cre d it)

Elig ib le  for b onus d e p re ciation (80% 2023, 
60% 2024, 40% 2025, 20% 2026)

ELIGIBILITY

ACCELERATED 
DEPRECIATION

 Build ing  locate d  in the  U.S.
 O rig inal use  b e g ins with taxp aye r
 Proje ct comme nce d  b e fore  12/31/2034
 At le ast 75% of e ne rg y from g round  source
 Includ e s b ore  fie ld , he at p ump , and  ce rtain 

d ownstre am ite ms



COMMERCIAL GHP Tax Ince ntive s 

Non-Taxable Entity Rebates
 Direct rebate equal to credit for non-taxable entities
 Non-profits, state and local government, schools, 

tribes, electric cooperatives

Transfer or Sale of the Rebate
 Can be transferred or sold
 The IRA added a provision to permit project owners 

(other than tax-exempt entities) to make an election 
to transfer the ITC to an unrelated third party.

 Equal to the amount that the third party paid for the 
tax credit and it:

 Must be paid in cash
 Not included in gross income of transferee
 Is not deductible to the transferor

NON-TAXBLE ENTITIES
REBATES AND TRANSFERS



REAL 
ECONOMICS

NO N-TAXABLE ENTITY



Traditional HVAC $1,700,000

Geothermal $2,200,000

Installation Comparison

GEO ECONOMICS TOOL – IRA
How it Works

IRA Tax Credit $860,000

Savings per Sq Ft .75

Geothermal Savings

Year 1 $787,346

Year 5 $967,024

Year 10 $1,191,937

Geo Cumulative Savings



PRE- IRA REAL ECONOMICS
Non-Taxab le  Entity

Traditional HVAC $845,170

Geothermal $1,073,650

Installation Comparison

IRA Tax Rebate $0

Savings per Sq Ft 1.00

Geothermal Savings

Year 1 ($168,010)

Year 5 ($37,04)

Year 10 $198,435

Geo Cumulative Savings



IRA ECONOMICS
Non-Taxab le  Entity

Traditional HVAC $845,170

Geothermal $1,073,650

Installation Comparison

IRA Tax Rebate $422,585

Savings per Sq Ft 1.00

Geothermal Savings

Year 1 $254,575

Year 5 $366,066

Year 10 $621,020

Geo Cumulative Savings



REAL 
ECONOMICS
CLASS A O WNER-O CCUPIED 
CO RPO RATE HQ BUILDING



PRE-IRA REAL ECONOMICS
50% Bonus and  5 Ye ar MACRS De p re ciation

Traditional HVAC $3,237,339

Geothermal $3,779,299

Installation Comparison

IRA Tax Credit $366,793

Savings per Sq Ft 1.00

Geothermal Savings

Year 1 $1,192,401

Year 5 $1,760,441

Year 10 $2,032,009

Geo Cumulative Savings



IRA ECONOMICS
80% Bonus and  5 Ye ar MACRS De p re ciation

Traditional HVAC $3,237,339

Geothermal $3,779,299

Installation Comparison

IRA Tax Credit $1,674,920

Savings per Sq Ft 1.00

Geothermal Savings

Year 1 $2,159,399

Year 5 $2,762,880

Year 10 $3,428,912

Geo Cumulative Savings



REAL SUCCESS
Ge othe rmal Pro je ct Portfo lio

PROJECT TYPE Qty of 
Projects

Total 
Sq uare  Fe e t

Smallest 
Sq uare  Fe e t

Largest 
Sq uare  Fe e t

Office – O ffice /Bank/Me d ical 37 959,000 3,200 118,000

Public – Fire  Stations/Muse ums/Community Ce nte rs/  Re lig ious 8 119,000 2,000 42,000

Charities – O ffice /She lte rs 7 156,000 7,800 40,000

Multi-Family 3 100,000 30,000 40,000

Assisted Living 1 88,000 88,000 88,000

Education 5 109,000 11,000 44,000

Lodging - Conve ntion 1 130,000 130,000 130,000

Retail – Store s/Sp as/Re cre ational 7 132,000 6,800 61,000

Manufacturing 3 510,000 25,000 375,000

Industrial – O ffice  with Ware house 21 1,022,000 2,000 507,000

Auto /  Truck De ale rship s 10 572,000 19,100 136,400

102 3,897,000



NEXT STEPS

 Residential Tax Credit up to 30%

 Commercial Tax Credit up to 50%

 Accelerated Depreciation

Non-Taxable Entity Direct Rebate

 State & Local Rebates

 Geothermal Efficiency & ROI

IRA Geothermal Incentives



Let’s Talk



Sources/Disclaimer

Disclaimer:

We are not tax professionals and the information provided in this presentation should not be 
interpreted as tax advice. Please consult with your own accountant and/or attorney for guidance on 
claiming any of the following incentives.

Sources:

Energy Information Administration - https://www.eia.gov
SBC Magazine - http://sbcmag.info
Energy Tax Savers - IRA Incentive Discussion - YouTube
World Wildlife Organization - https://worldwildlife.org
NYSERDA - https://www.nyserda.ny.gov

https://www.eia.gov
http://sbcmag.info
https://www.youtube.com/watch?v=DkB1aKq9BbM
https://worldwildlife.org
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